The Economics of Casino Bonuses

Idea In Short

Casino and sportsbook bonuses look like marketing, but they behave like financial
instruments with real payback periods, tax exposure and compliance risk. A randomized trial
of 4,012 UK adults found most bettors could not calculate the wagering required behind a
typical welcome offer, and many did not know a requirement applied at all. Regulators in the
United Kingdom answered by capping wagering requirements at 10 times the bonus value,
pushing operators toward simpler, more transparent promotions. DraftKings, the US sports
betting and iGaming operator, shows what a modern promotional engine looks like in
practice, treating bonus credits as a budgeted acquisition cost, modeling payback against
retention and leaning on league and broadcast partnerships to keep offers visible without
inflating wagering terms. The operators that win going forward are the ones whose bonus

terms a new customer can repeat back correctly within seconds.

The Comprehension Gap

Ask a new customer to explain a welcome bonus, and the numbers rarely make sense to
them, even when the operator technically disclosed everything. The Behavioural Insights
Team ran a randomized trial with 4,012 UK adults who gamble, showing each participant a
bonus offer variant after a realistic slot advert and a mock sign-up page. Seventy percent of
participants could not calculate how much they would need to wager to unlock their bonus,
and 62% failed to notice a wagering requirement applied at all.1

Seven in 10 bettors could not calculate what a bonus actually required them to

wager

That gap matters commercially, not just ethically, because a customer who feels misled by
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fine print rarely becomes a loyal depositor. Operators who assumed heavier wagering
requirements simply meant bigger promotional headlines are learning that the complexity
itself was working against conversion and retention.

Regulators Rewrite the Rules

Regulators read that evidence and acted on it. The UK Gambling Commission's 2025 rule
package caps wagering requirements at 10 times the bonus amount and bans mixed-
product offers that force a customer to bet on two different types of games to qualify for
one reward.2 For operators, the practical implication is straightforward: a strategy built
around ever-larger multiples is no longer legal in the UK market, and building for clarity is no
longer optional. Firms that test low-wager or no-wager formats now are positioning
themselves ahead of similar tightening in other regulated markets.

Following the Money in New Jersey

Promotions are not just a marketing line item, they show up directly in state tax filings. New
Jersey's Division of Gaming Enforcement publishes monthly reports on licensee internet
gaming revenue that include a specific figure for promotional gaming credits wagered by
customers.3 Because the state's gross revenue tax accounts for the impact of eligible
promotional credits, an operator's bonus spend changes both the size of its taxable base
and the shape of its tax bill in the same month. That link gives finance teams a regulator-
verified way to model bonus payback rather than relying on internal assumptions alone.

Pennsylvania's Public Ledger

Pennsylvania offers a second public window into promotional performance. The state's
Gaming Control Board publishes detailed monthly interactive gaming revenue figures by
operator and category, distinct from its slot and table game reporting.4 Because the reports
post monthly and separate iGaming from sports wagering, analysts can compare revenue in
the months before and after a promotional push at the category level. This level of detail
across two states signals a broader shift toward regulator transparency, one that operators
in other jurisdictions should expect to face as well.

Modeling Bonus Economics
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Once the tax and regulatory data exist, operators can treat bonus spend as a financial
allocation rather than an open marketing budget. A workable model links promotional credits
wagered to contribution margin by cohort, sets a budget cap per customer segment and
defines a payback window tied to expected retention. Formats that pay back faster, such as
flat cashback or a capped free bet with a transparent value, tend to outperform large
matched deposits once true redemption and churn are counted.

Bonus spend is real money, it hits the top line and the tax line together

Building the model before a promotion launches, rather than after, keeps finance and

marketing working from the same numbers when a campaign underperforms.

Trust as a Growth Lever

Regulation is pushing the market toward simpler incentives, and the operators that adapt
first can convert that shift into loyalty rather than treating it as a cost. The UK's 2023 white
paper on gambling reform set the direction for socially responsible promotions well ahead of
the specific wagering caps that followed.5 In practice, that means favoring low or no-wager

structures and cashback offers that survive a cold-read test.

Can a new customer summarize the requirement correctly in one sentence

Compliance, in this frame, defines the boundaries of the sandbox rather than limiting the
business, and the actual competition happens on user experience and predictable value
inside those boundaries.

What Wins in a Cleaner Market

The market is converging on three formats that satisfy both regulators and customers: low
or no-wager rewards, straightforward cashback and loyalty points predictable enough to
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audit against public reporting. DraftKings illustrates the shift, its recent promotions favor a
fixed number of guaranteed bonus bets tied to a modest qualifying wager, paired with a
subscription perk such as a few months of a sports streaming pass, rather than a large
multiplied match. Distribution matters as much as design, DraftKings' multi-year media
partnership with NBCUniversal keeps offers in front of sports audiences without relying on
ever-larger bonus headlines to earn attention.6 Operators still relying on complexity to
disguise a weak offer will find that regulators and customers now notice at the same time.

Key Partners

DraftKings depends on official partnerships with major sports leagues, including the NFL,
NBA, WNBA, PGA Tour and UFC, which grant rights to use league branding and data across
its product. A multi-year media alliance with NBCUniversal places DraftKings offers across
NFL, NBA and golf broadcasts, extending reach beyond digital acquisition channels alone. In
states that require a physical tie to a casino or tribal license, DraftKings operates through
"skin" agreements with land-based casinos and racetracks. Payment processors and
identity-verification vendors round out the partner base, since real-money wagering
depends on fast deposits and reliable age and location checks.

Key Activities

The core activity is pricing risk, DraftKings' trading team sets and adjusts odds across
thousands of sports markets in real time. A second activity is platform engineering, keeping
the sportsbook, casino and daily fantasy products stable during peak events such as NFL
Sundays. A third is designing and testing promotions, from welcome bonus bets to loyalty
rewards, tuned against the payback and retention metrics finance teams track.

Key Resources

DraftKings' most valuable resource is its portfolio of state gaming licenses, each costly and
slow to obtain, forming a real barrier to new entrants. Its proprietary trading and risk
platform, built over more than a decade, lets it price and adjust odds faster than smaller
competitors. A large base of registered players and their wagering history functions as a
resource too, feeding the personalization behind targeted, lower-cost promotions.

Value Propositions
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For customers, DraftKings offers one legal, regulated app for sports betting, casino games
and daily fantasy sports instead of separate accounts across products. It emphasizes fast
payouts and live in-game betting markets, alongside bonus terms that are increasingly
capped and disclosed in plain language rather than buried in fine print. Loyalty rewards and
tiered perks give frequent users a reason to consolidate their play on one platform rather
than shop odds elsewhere.

Customer Relationships

Most customer interaction happens inside the app itself, through self-service account
management, deposit tools and bet history rather than live support. Draftkings layers
personalized offers on top of that self-service base, using play history to target bonus
timing and size to individual customers. Responsible-gambling tools, including deposit limits
and self-exclusion options, are built into the same relationship, both to meet regulatory

requirements and to sustain long-term trust.

Channels

The primary channel is DraftKings' own mobile app and website, where most deposits and
wagers occur. Retail sportsbook counters inside partner casinos serve customers in states
where in-person registration or wagering still matters. Sponsorships and media placements,
including the NBCUniversal partnership and league deals, function as an acquisition channel
by keeping the brand visible during live broadcasts.

Customer Segments

Recreational sports bettors placing small, frequent wagers on major leagues make up the
largest segment by volume. Casual iGaming players who prefer slots or table games from
home form a second, growing segment as more states legalize online casino products. Daily
fantasy sports users, DraftKings' original customer base, remain a distinct group with
different habits than sports bettors. A smaller group of high-frequency, high-value players
drives a disproportionate share of loyalty spend and retention economics.

Cost Structure

Promotional credits and broader marketing spend, including league and media
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sponsorships, make up a substantial share of DraftKings' cost base, particularly in newly
launched states. State licensing fees and gaming taxes, which vary widely by jurisdiction,
add a second major cost layer alongside technology, trading operations and compliance
staffing.

Revenue Streams

The largest revenue stream is the sports betting hold, the difference between what
customers wager and what the book pays out after adjusting for parlays and other
structured bets. iGaming contributes a second stream through the house edge on casino
games offered in states where online casino play is legal. Daily fantasy sports entry fees,
taken as a commission on contest pools, provide a third, smaller but steady stream.

* 1Should wagering requirements on gambling bonus offers be capped

e 2Proposal 1: ban or limit the use of wagering requirements

e 3Monthly internet gross revenue reports

* 4interactive gaming revenue

e 5High stakes: gambling reform for the digital age

e 6NBCUniversal and DraftKings enter multi-year collaboration across expansive
sports portfolio

Summary

Bonus strategy is shifting from maximizing headline size to maximizing comprehension,
because regulators and customers now demand the same thing at once. Wagering caps in
the United Kingdom, published promotional credit data in New Jersey and Pennsylvania, and
rising acquisition costs all point toward fewer, clearer offers tracked against real payback
rather than day-one sign-ups. DraftKings' move toward transparent bonus bets and loyalty
rewards, backed by exclusive league and media partnerships, shows what that discipline
looks like in a competitive market. Operators that keep treating bonuses as unlimited
marketing spend, rather than a financial commitment with tax and compliance
consequences, will keep losing customers to fine-print confusion. Operators that model
bonus spend like working capital, disclose terms a new player can repeat in one sentence,
and measure success in week-four retention will hold the advantage as rules tighten further.
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https://www.bi.team/publications/should-wagering-requirements-on-gambling-bonus-offers-be-capped/
https://www.gamblingcommission.gov.uk/standards/bingo-and-casino-technical-requirements/proposal-1-ban-or-limit-the-use-of-wagering-requirements
https://www.njoag.gov/about/divisions-and-offices/division-of-gaming-enforcement-home/financial-and-statistical-information/monthly-internet-gross-revenue-reports/
https://gamingcontrolboard.pa.gov/news-and-transparency/revenue/interactive-gaming-revenue
https://www.gov.uk/government/publications/high-stakes-gambling-reform-for-the-digital-age/high-stakes-gambling-reform-for-the-digital-age
https://www.nbcuniversal.com/article/nbcuniversal-and-draftkings-enter-multi-year-collaboration-across-expansive-sports-portfolio
https://www.nbcuniversal.com/article/nbcuniversal-and-draftkings-enter-multi-year-collaboration-across-expansive-sports-portfolio
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